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Executive Registry 

THE WHITE HOUSE 

2655 

WASHINGTON — — — — — 

July 5, 1985 




MEMORANDUM FOR THE ECONOMIC POLICY COUNCIL 
FROM: ROGER B. PORTER $£/> 

SUBJECT: Textile Correspondence 


Secretary Baker has asked that I send you a copy of the 
letter he received from 175 members of the House of Represen- 
tatives regarding the Textile and Apparel Trade Enforcement 

AOt • 


Attachment 
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Congress of tfje ®niteb States 

$ou it of fceprcfientattoe* 

SBdfiftjington, SC 20515 

June 28, 1985 


Honorable James A. Baker, III 
Chairman Pro Tempore 
Economic Policy Council 
Department of the Treasury 
Washington, D.C. 

Dear Jim: 

We must take exception with your letter of June 19 19flS 

H . R . 15 62 , the Textile and Apparel Trade Enforcement Act of 1985. The job^of 0 
a million U.S. workers are at stake. 06 ^ ops olr 

. T v 6 passage of . th ^ timely legislation is essential if the United States 
is to have a. domestic fiber, textile and apparel industry in the next ten vears 
t is high-time the Administration faces reality with respect to the devastating 

! mports f re having on the American economy. Despite the measures which § 
the Administration has taken, imports have doubled 9 Sn nia +■ w 

doors, and the employment in’the'textile indus^ Is at Its ^owest^inT' ^ , 

decades. Over 100,000 jobs have been lost in the last year alone! SeV 

. . Y °“ express - d y° ur concern about the domestic consumer. If we oersist in 

^"fnlay'tL" 10 iT PlantS - OVerSeaS > “ is —tJTSISuSr. 

appare! have been'arou^d 50t 

among U.S. textile and apparel producers. Before long we will not have^^ 1011 
industry and we will be depending on foreign sources lor al! ou^Leds H rTsS 
introduced, would allow foreign sources 38% of our market plus annual growth ’ 

see a Repeat ^ f°t he ^s i t uat ion^where^h^las t^uf S^ velve t^ 06 S * T WUl lik ^ 

fabrirby h $Lorp e ryaid hin DirtL t Americai g cons 0 m UCer - Price^or the 

have to depend on overseas sources for all^u^goods?” 10 Wl11 happen When we 

to the a gro^h 0 oTt e he do^stJc L^Sdt^’a^lf ^ 
and would avoid many adverse effects which win !k C ° n PriCe levels 

continues. As you may recall, the Presiden^^m^^ 

of th^MFA^and^that^it^ould^mandat^actions^very^simila^to^hosekt^k 6 

by the European Community several vears am Th» rrr 1 I l , th taken unila terally 

standing ?o ^ 
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Honorable Jim Baker 
Page Two 
June 25, 1985 


Reality dictates that strong action be taken, 
that action. 


We are prepared to take 
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Answers to the Administration's Fact Sheet 
on Implications o f the Textile Quota Bill ' h 

reference^to^number nfL*"' 1 S : 660 ’ the ^ministration has made 

SI"** U "" dd "‘ * th. U.S. fiber, 

TnH 0a I he *k actions have been ineffective and clearly insufficient 
Indeed, they ar^ the reason this legislation has beJn 

Administration's A c tions to Help the U.S. Industry 

?orce?H?lv d To n ono^i°?,- Clai,nS . that U has act * d consistently and 
facts show Jthe^isP k™ workers from disruptive imports. The 

provided an ™S"^,|! # 5SI t 0 ?S t1 1 *J?L2; t ls « w,th 
negotiated in 1982 with Monn SL percent. Agreements 

i^c!^. t iTsrs c si;; $ S3 ,B ^ t* 

anS C i r Iff? : s rp^c:nl. 

industry since 1980. ’°° 0 U.S. jobs lost in the textile/apparel 

compete with foreign 1 producers they have P n er + ° J 6 ™ 11 * he indust ry to 
300 quotas. It is correct that inn „ 6 ne 9° tlated or imposed more than 

should be helpful in curbina future iSlL*** 0185 !?J Ve been 1m P° sed and 
two problems Loci a ted SlesLaK 9 7“^ of’ErV™ 

until' import s"have risen^oT" d H ,ay ? d f ° r months put ""9 Oootas 
import le P ve? wMcMs verrdJs™pM,°e US ' y sec2n h d , 7b' S * ‘ hUS ensuring an 
100 candidates for quotas whie^lnolwh Seco " d ; ^ ere are currently over 
out in the December 16 1981 annUf et the market disruption criteria set 

failed to ac?? These QuJ?a can2?L5!f nt 0 " Whlch the Ministration has 
yards of imports. 9 candidates represent about 500 million square 

have *f ITZ *•?«’• ™’“ <* origin will 

saying that these new rule^nf 9 ^-.- ‘ • Th ® Administration is correct in 

difficult, but this will have littllkr 11 ™ ake ! egal quota ev asion more 
problem. These new si®? 0 1mpaCt 0n the overa11 i*P°rt 
manufacturing done in notEe "cS2r??2 u«r?;. Where 8 countr > "•* 
rules will transfer production back^otL^f tS ,° w " quotas ' The " e * 
impact on trade beino minimi? t£ i h on 9 lnal country with the 

Prevent practices^^^'a^Ircu^n^ngVolas: 5 ’"^ deSiS " ed td 


(over) 
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with 

Hong Kong, Korea and Taiwan 9 HoiS jlr- t ^. b 1 f tera 1 agreements with 

since 1981. P from these three countries of 40 percent 

de vel opi n^coun tr^ suppliers^ re^ftw 80 5 erCent ° f *" foe, 

Commerce _Major Shippers Report for ApriMndi cates ^ t ° epartm ? nt °f 

« £ enTfn^aTT’r 3 

provided Srre!aUve t !y r 'h5oh’ur?^ t l i " :l<i i tf ° ni ” tariff Portion is 
Textile eni apparel tariffs ** "llfiv'f 0 ". taxt1,es a " d a PParel. 

Slower ITol cut ‘as 5^^“? “ese”" 

rates reflect the judgment oflh? }? p ° rt l 1 ? pac , ted * The current high 
when imports were les? than half of ihlt*^ 0 ” 81 Tr ? d ! Comniission UTC) 
increased import penetration of thl 5 hey are t0day * After the 

almost certainly recommend few or no’tartff^uS^FillllJ 0 h° Uld t0day 
the overvalued dollar, these tariffs a ff ill ^ f S * ^ lnal l>. because of 

protection they did when the HC gave Us adwJe/ aC ‘ i0n ° f the 

trade M ?^n\ t ^ r u"“ n uJ“fs tr 1lo a rt rr iicensin far 9 - eiUr obstac,es to 
prohibit all or most import vaC JripH tl 9 re ^ lrement s which 
100 percent or more are found in mini of tl *** tariff rates of 
textiles and apparel to the U.S. y f ™ maJ ° r countrie s supplying 
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U.S. Market Condit ions 


-3- 


year.^Th^JlS^e^eirdelline Jlted^KPbe*™ r ® duced so far this 
decline in domestic shiDments co !? pared W1 ^h a major 

industry shipments is down 7 6 percent^™™"* The real Value 0f apparel 
shipments have fallen 10 9 percent V y *! r 390 whlle textile 

textile and apparel trade d^n ™ IV< t0 note that the 

higher than last year LairMiP* ° d Ij- r ? 1985 ha$ been , 9 * 4 P ercent 

was 13 percent of the record US. rade SeHcU * $16 billion and 


market penetratior^and™ continuation e of e ma^ S t a w^° ntin “ ln9 - increase in 
the modest import decline It is also n *- mar + et dlsruptl0n in spite of 
decline*** centered in yarn a nH ffl - ° f iP terest that the import 
were u£ from last year. ^The decl ine^n’im™ 1 "? 09 ^ Apr 3 lb a PP a rel imports 
inventories in the pipeline and to ! 1? ^° r M ls r ? lated to high 
analyses indicate that in the first ouartfr S ?QR? meStlC market * Recent 
apparel, at retail, was slightly bell last year's°?, ? ”r q ua f “^ e ° f 


percent during 'th™ Administration's fiSSt*?’ 1 **'' shipments rose 8.3 
They rose a mere 1.9 percent '^ f°“ r ? ears -. The V 8id not. 

2.7 percent in real terms not thp £ P 5 re1 lndustr y. shipments rose only 
12 months ended April 1985 rnmM ^ perce ? t claimed. Indeed, for the 
shipments were vi 11 l; h n ! d domestic textile and apparel 

shoSn on thlattached graph Cha over 2S ,ev ?'? in raa ’ as 

100 percent from 5 billion iguare yards to 10 bill i™!"'’ 0 '" 15 1ncreesed 


Effect on Consumers 


0 The Administration's rla-im - 

with passage of this legislation WOUld pa * hl '9her prices 

is theoretical and completely at some * 14 bil li° n a year, 

analysis by Data Resources In? fDRIl fj - h€ r ? s “ lts of econometric 
billion estimate was made ’hut <+ 'i 1s not kn °wn how the $14 
million job opportunities ’because of the^ that . tbe u * s * has lost one 
equates to a 540 billion 5 ,?:^: 5 ^^^!!^^^. ' eVe ' “ hiCh 


growth Th in°impor?sfln S molt S^d™* d °' S not pass - the 

production by 1990, will: 9 * f th domestlc apparel chain of 


0 

0 

0 

0 


in re thl HSf f ° r 1 ; 890 ' 000 Americans. 947,000 

Increase the federal budget deficit bv S?a mih« 

Lower W^o'^on? by 519 bi,,ion ' ' 

Have a minimal effect on price levels. 


rathe^tharMn e^acUng U. tbe C °" SUmer is ,n N0T P a »ing the legislation 


Jl e .f dm L n ^‘ r ? ti0 " a,a ''^ that forei, 


additional windfall profits of about $? e h?n? eXt K 1e sup P llers would reap 
However, no explanation is $ g?v e n ^ as to^h^'i^? . b ?“ use of «“« aa - 


explanation is given'aTto" Z'lLZ of 9uota5 ' 
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- t, . 

predi cted $ by°the * Admini stra t iorMf^hi s*bi 1 1 5 • #n<1 Sppare ' wi " r1se a * 

SJnHSidSTSl'S:!: af?^\~lK b ^ tie ^ a 2 “TV? 

industry Is currently operating at fr^n^capacUy UXt ” e 

domestic apparel. The huae markun niirJi 6 * 21 ^ pnces of 1m POrted vs. 

reason consumers are not now benefiting frnU ) mpor J s by retailers are the 
textiles. — Denefltln 9 from imported apparel and 

Marginal Effect on Production and Employment 

MSSraSS? Ms £ ^S^h^S.KTS* 

the short space of five years will drnr^h**^ 6 a ?l? apparel employment in 
levels. y 11 drop b * more than b a^ from current 

unemplo^nrof 1 Lrmil , liorA^eficaSl 0 iT e rve^v HlV™- 1 a " d 

failing to pass the bill. a ver ^ price to pay for 


Retaliati on Against U.S. Exports 


In 


exports^ specifically “corn CP "«r ne ". al >0“‘ "taliation against U.S. 
reality, the U.S is^alreadv ^rettes a "d tobacco, 
agricultural products particular? v^ntt^ aS ! de . ln WOr lU demand for 
growth in foreign production C capabi , lity b and a the W overvalued , 'dollar?^ 
The China Situation 

agriculturai e products°over Er'”" “I * Pst 

reduced China's need for imports including g^i" th ’ S has 9reat '* 
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China-Production and Imports of Key Agricultural C—odities 
(KM Metric Tons - Except Cotton) 




Wheat ^2£81 

Production 55 20 

Imports 13 ; 80 

Soybeans 

Production 7,94 

Imports 0^54 

Coarse Grains 

Production 81.00 

Imports 0 99 

Cotton (MM Bales) 

Production 12 an 

Imports I’X 


'83/* 84 

81.40 

10.00 

9.30 

0.00 

85.00 

0.50 

21.30 

0.20 


3 Change 

47% 

-28% 

17% 

- 100 % 

5% 

-50% 

72% 
-94% 


higher technology p^MonVwm io 2ed ’ they $ « k t0 m °« 

countr1es 

these developments. P dUCtS aS We as in ai ’ r craft reflects 

^he n - the MFA anri - ^ nkl< ^ - n 

consistent with e the d 0 bjectiJeslf e thrMult?fiL AC ^ 0f 1985 is f ully 
are to prevent market disruption and Drtwirte ^ Arrangement (MFA) which 
country exports. The act cSnc?udes tha? 9r °!! th ° f develo P^9 

m the U.S. market because of the faiW^n / W1de Spread disr uption 
provisions of the MFA. failure to enforce adequately the 

the European^Cornmunity a (EC j? ^J^EC cifback*? Uken in 1977 by 

imposed very low growth rates and established ^Globl!™" maj ° r Supp1iers * 
key imports. When the EC took those act on, ™ global concept to control 
any claims made that the EC artpH inm • * ? retaliated, nor were 

Arrangement. In fact the Mu?^.h2 °J $,Stent ' y with the Multifiber 
understanding ias fomulated ^ ^ e -. A rf a " 9ement ' 5 Protocol of 
simi lar approach could be taken SyThe AdmiMn^tion^" ^ ^ EC ‘ A 

provi^'onf injector'll orte™y"tl™inatiOT Therc are 

also consult with each country and Administration could 

bill. The MFA expires in July 1986 Lh i * a l c l t ^ ons manda ted in the 
participate in a i-enewa ? MFA islu« w?n L*"® U ' S ' dec,des " ot to 
the bilateral agreement countries lhe b ll^n^t!? 00t ; However - f " 22 of 
trade of 15 percent in 1985 an^ * *c provides for an increase in 

(except for certain sensUI,* cateoo^t"* aT Ual ? r0wth after 
for re-negotiating agreements before the!’ Als °’ there 1s a Precedent 
with Hong Kong, Korea and Taiwan. ** expire, as in 1979 and 1980 
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IMPORTS HAVE DOUBLED SINCE 1980 
WHILE DOMESTIC SHIPMENTS LAN GUISH 

(INDEX 1980=100) " 1 



1980 1981 1982 1983 1984 1985 * 

12 months ended April. : 




